
525 

Federal Transit Admin., DOT § 640.1 

purchase cost, the recipient must cal-
culate the fair market value of the 
asset as of the date the lease will ter-
minate pursuant to Guidelines found in 
section 108(b) of part II Standard 
Terms and Conditions for valuation of 
property withdrawn from transit use 
before the end of its useful life and sub-
tract that amount from the purchase 
price. The resulting amount is the pur-
chase price for purposes of this rule. 

§ 639.25 Calculation of lease cost. 

(a) For purposes of this part, the 
lease cost of a capital asset is— 

(1) The cost to lease the asset for the 
same use and same time period speci-
fied in the recipient’s proposal to ob-
tain the asset by purchase or construc-
tion; plus 

(2) Ancillary costs such as delivery 
and installation; plus 

(3) The net present value of the esti-
mated future cost to provide any other 
service or benefit requested by the ap-
plicant in its proposal to obtain the 
capital asset. 

(b) The estimated lease costs must be 
reasonable, based on realistic market 
conditions applicable to the recipient 
and must be expressed in present value 
terms. 

§ 639.27 Minimum criteria. 

In making the comparison between 
leasing and purchasing or constructing 
an asset, recipients should ascribe a re-
alistic dollar value to any non-finan-
cial factors that are considered by 
using performance-based specifications 
in the comparison. In addition to fac-
tors unique to each recipient, the fol-
lowing factors are to be used where 
possible and appropriate: 

(a) Operation costs; 
(b) Reliability of service; 
(c) Maintenance costs; 
(d) Difference in warranties; 
(e) Passenger comfort; 
(f) Insurance costs; 
(g) Costs/savings related to timing of 

acquisition of asset. 
(h) Value of asset at expiration of the 

lease. 

Subpart D—Lease Management 

§ 639.31 Early lease termination or 
modification. 

(a) Except as provided in paragraph 
(c) of this section, if a capital lease 
under this part is terminated or its 
terms substantially modified before 
the end of the period used in the cost- 
effectiveness evaluation, or if the re-
cipient by an affirmative act or omis-
sion vitiates the cost-effectiveness de-
termination of the lease, future lease 
costs will no longer qualify as eligible 
capital expenses. In addition, the re-
cipient must reimburse the project— 

(1) Any Federal funds paid for the 
portion of the lease term eliminated by 
early termination; and 

(2) The Federal share of the excess, if 
any, of the present value of lease costs, 
which exceeds the purchase costs as 
calculated under subpart C of this part 
for the period of the lease up to the 
point of termination. 

(b) Penalties resulting from early 
termination of a capital lease under 
this part are not eligible for Federal fi-
nancial assistance. 

(c) Paragraph (a) of this section does 
not apply if a lessor defaults on or oth-
erwise does not meet its obligations 
under the capital lease and the recipi-
ent takes appropriate action to ensure 
that the procurement continues to be 
cost-effective. FTA shall be notified of 
any such event. 

§ 639.33 Management of leased assets. 

Each recipient must maintain an in-
ventory of capital assets acquired by 
standard FTA project management 
guidelines. 

PART 640—CREDIT ASSISTANCE 
FOR SURFACE TRANSPORTATION 
PROJECTS 

AUTHORITY: Secs. 1501 et seq., Pub. L. 105– 
178, 112 Stat. 107, 241, as amended; 23 U.S.C. 
181–189 and 315; 49 CFR 1.51. 

§ 640.1 Cross-reference to credit assist-
ance. 

The regulations in 49 CFR part 80 
shall be followed in complying with the 
requirements of this part. Title 49, 
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